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Federal Reserve System § 211.7 

3 For purposes of this section, management 
of an investment portfolio does not include 
operational management of real property, or 
industrial or commercial assets.

identifiable as being directly for ex-
port; 

(iii) Assume or acquire participations 
in extensions of credit, or acquire obli-
gations arising from transactions the 
Edge or agreement corporation could 
have financed, including acquisition of 
obligations of foreign governments; 

(iv) Guarantee debts, or otherwise 
agree to make payments on the occur-
rence of readily ascertainable events 
(including, but not limited to, non-
payment of taxes, rentals, customs du-
ties, or cost of transport, and loss or 
nonconformance of shipping docu-
ments), so long as the guarantee or 
agreement specifies the maximum 
monetary liability thereunder and is 
related to a type of transaction de-
scribed in paragraphs (a)(3)(i) and (ii) 
of this section; and 

(v) Provide credit and other banking 
services for domestic and foreign pur-
poses to foreign governments and their 
agencies and instrumentalities, foreign 
persons, and organizations of the type 
described in paragraph (a)(1)(ii)(G) of 
this section. 

(4) Payments and collections. An Edge 
or agreement corporation may receive 
checks, bills, drafts, acceptances, 
notes, bonds, coupons, and other in-
struments for collection abroad, and 
collect such instruments in the United 
States for a customer abroad; and may 
transmit and receive wire transfers of 
funds and securities for depositors. 

(5) Foreign exchange. An Edge or 
agreement corporation may engage in 
foreign exchange activities. 

(6) Fiduciary and investment advisory 
activities. An Edge or agreement cor-
poration may: 

(i) Hold securities in safekeeping for, 
or buy and sell securities upon the 
order and for the account and risk of, a 
person, provided such services for U.S. 
persons are with respect to foreign se-
curities only; 

(ii) Act as paying agent for securities 
issued by foreign governments or other 
entities organized under foreign law; 

(iii) Act as trustee, registrar, conver-
sion agent, or paying agent with re-
spect to any class of securities issued 
to finance foreign activities and dis-
tributed solely outside the United 
States; 

(iv) Make private placements of par-
ticipations in its investments and ex-
tensions of credit; however, except to 
the extent permissible for member 
banks under section 5136 of the Revised 
Statutes (12 U.S.C. 24(Seventh)), no 
Edge or agreement corporation other-
wise may engage in the business of un-
derwriting, distributing, or buying or 
selling securities in the United States; 

(v) Act as investment or financial ad-
viser by providing portfolio investment 
advice and portfolio management with 
respect to securities, other financial 
instruments, real-property interests, 
and other investment assets,3 and by 
providing advice on mergers and acqui-
sitions, provided such services for U.S. 
persons are with respect to foreign as-
sets only; and

(vi) Provide general economic infor-
mation and advice, general economic 
statistical forecasting services, and in-
dustry studies, provided such services 
for U.S. persons shall be with respect 
to foreign economies and industries 
only. 

(7) Banking services for employees. Pro-
vide banking services, including de-
posit services, to the officers and em-
ployees of the Edge or agreement cor-
poration and its affiliates; however, ex-
tensions of credit to such persons shall 
be subject to the restrictions of Regu-
lation O (12 CFR part 215) as if the 
Edge or agreement corporation were a 
member bank. 

(b) Other activities. With the Board’s 
prior approval, an Edge or agreement 
corporation may engage, directly or in-
directly, in other activities in the 
United States that the Board deter-
mines are incidental to their inter-
national or foreign business.

§ 211.7 Voluntary liquidation of Edge 
and agreement corporations. 

(a) Prior notice. An Edge or agreement 
corporation desiring voluntarily to dis-
continue normal business and dissolve, 
shall provide the Board with 45 days’ 
prior written notice of its intent to do 
so. 
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4 For purposes of this section and §§ 211.9 
and 211.10 of this part, a direct subsidiary of 
a member bank is deemed to be an investor.

(b) Waiver of notice period. The Board 
may waive the 45-day period if it finds 
that immediate action is required by 
the circumstances presented.

§ 211.8 Investments and activities 
abroad. 

(a) General policy. Activities abroad, 
whether conducted directly or indi-
rectly, shall be confined to activities of 
a banking or financial nature and those 
that are necessary to carry on such ac-
tivities. In doing so, investors 4 shall at 
all times act in accordance with high 
standards of banking or financial pru-
dence, having due regard for diver-
sification of risks, suitable liquidity, 
and adequacy of capital. Subject to 
these considerations and the other pro-
visions of this section, it is the Board’s 
policy to allow activities abroad to be 
organized and operated as best meets 
corporate policies.

(b) Direct investments by member banks. 
A member bank’s direct investments 
under section 25 of the FRA (12 U.S.C. 
601 et seq.) shall be limited to: 

(1) Foreign banks; 
(2) Domestic or foreign organizations 

formed for the sole purpose of holding 
shares of a foreign bank; 

(3) Foreign organizations formed for 
the sole purpose of performing nomi-
nee, fiduciary, or other banking serv-
ices incidental to the activities of a 
foreign branch or foreign bank affiliate 
of the member bank; and 

(4) Subsidiaries established pursuant 
to § 211.4(a)(8) of this part. 

(c) Eligible investments. Subject to the 
limitations set out in paragraphs (b) 
and (d) of this section, an investor 
may, directly or indirectly: 

(1) Investment in subsidiary. Invest in 
a subsidiary that engages solely in ac-
tivities listed in § 211.10 of this part, or 
in such other activities as the Board 
has determined in the circumstances of 
a particular case are permissible; pro-
vided that, in the case of an acquisition 
of a going concern, existing activities 
that are not otherwise permissible for 
a subsidiary may account for not more 
than 5 percent of either the consoli-

dated assets or consolidated revenues 
of the acquired organization; 

(2) Investment in joint venture. Invest 
in a joint venture; provided that, un-
less otherwise permitted by the Board, 
not more than 10 percent of the joint 
venture’s consolidated assets or con-
solidated revenues are attributable to 
activities not listed in § 211.10 of this 
part; and 

(3) Portfolio investments. Make port-
folio investments in an organization, 
provided that: 

(i) Individual investment limits. The 
total direct and indirect portfolio in-
vestments by the investor and its af-
filiates in an organization engaged in 
activities that are not permissible for 
joint ventures, when combined with all 
other shares in the organization held 
under any other authority, do not ex-
ceed: 

(A) 40 percent of the total equity of 
the organization; or 

(B) 19.9 percent of the organization’s 
voting shares. 

(ii) Aggregate Investment Limit. Port-
folio investments made under author-
ity of this subpart shall be subject to 
the aggregate equity limit of 
§ 211.10(a)(15)(iii). 

(iii) Loans and extensions of credit. 
Any loans and extensions of credit 
made by an investor or its affiliates to 
the organization are on substantially 
the same terms, including interest 
rates and collateral, as those pre-
vailing at the same time for com-
parable transactions between the in-
vestor or its affiliates and nonaffiliated 
persons; and 

(iv) Protecting shareholder rights. 
Nothing in this paragraph (c)(3) shall 
prohibit an investor from otherwise ex-
ercising rights it may have as share-
holder to protect the value of its in-
vestment, so long as the exercise of 
such rights does not result in the in-
vestor’s direct or indirect control of 
the organization. 

(d) Investment limit. In calculating the 
amount that may be invested in any 
organization under this section and 
§§ 211.9 and 211.10 of this part, there 
shall be included any unpaid amount 
for which the investor is liable and any 
investments in the same organization 
held by affiliates under any authority. 
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